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sary, by issuing federal reserve notes. In
times of great demand for money, there will
be a large supply of notes; if the demand is
slack, the amount of the notes will be less.
The national bank notes in total value is less
than national banks7 capital.
There are twelve federal reserve banks.
Their location and the districts which they
serve are indicated on the accompanying
map. Each national bank in the United
States is required to subscribe to the stock
of the reserve bank in its district. State
banks may subscribe, but are not required
to do so. Each national bank must invest
6 per cent of its capital and surplus in the
stock of the reserve bank. The minimum
capital of a reserve bank is fixed at $4,000,-
000. A reserve bank is a depository only
for funds of its member banks, and, in the
discretion of the secretary of the treasury,
of government funds. Besides acting as a
reserve bank, it may buy and sell certain
classes of commercial paper, both at home
and abroad. Each reserve bank is managed
by a board of nine directors. The federal
reserve board, which is the body in supreme
control of this new system, is composed of
the secretary of the treasury and the
comptroller of the currency, as ex-omcio
members, and five other members appointed
by the president for ten-year terms at an
annual salary of $12,000,
Currency Law of 1933. Several changes
in the banking laws were enacted into law
by Congress in 1933. They were aimed at
greater stability for the banks and greater
security for depositors. The main provi-
sions of the Glass-Steagall Act were:
 1.	Commercial banking houses are pro-
hibited from dealing in securities.
 2.	Branch banking by national banks is
permitted in States where State laws permit
branch banking by» State institutions.
 3.	Interest on demand deposits is prohib-
ited in national banks and in postal savings
banks.
 4.	A guarantee fund of half a billion dol-
lars is set *up to provide for federal insur-
ance of bank deposits.   Of this the Federal
Beserve banks contribute from their sur-
plus   about   $175,000,000,   member   banks
about $150,000,000, and the balance by the
IL S. Treasury,  To handle this fund a Fed-
eral bank insurance corporation is created
with power to issue one billion dollars in
notes and debentures.   Under this plan de-
posits up to $10,000 are insured 100 per
cent; deposits between $10,000 and $50,000,
75 per cent, and those above $50,000, 50
per cent.
Systems in England and France. The
systems of banking which exist in different
countries, though agreeing in general prin-
ciple according to time-honored customs,
differ in details. In England the most im-
portant banking institution is the Bank of
England, which was incorporated in 1694 as
a joint-stock association, with a capital of
£1,200,000. It loaned its entire capital to
the government and received the right to is-
sue notes for circulation, and also was given
a monopoly of the banking business of the
country, with the privilege of establishing
branch banks. Gradually the charter has
been amended and extended until the present
capital of the bank, to the extent of which it
is allowed to issue bills of circulation, is
£15,750,000. All its notes are redeemable in
gold and therefore pass freely at par any-
where in the world. It holds the gold of the
government, on which Britain's credit struc-
ture is built, and though the country has
abandoned the gold standard, its gold hold-
ings average about a billion dollars at all
times.
The Bank of France was established in
1800, upon a basis similar to that of the
Bank of England. It has the sole right to
issue paper money in France, and its notes
are issued upon such excellent security that
they pass as readily as do those of the Bank
of England. It has often come to the aid of
the government in time of need, and in 1890,
when the London money market was under-
going a severe strain, the Bank of France
relieved the situation there and throughout
the world by advancing a large sum in gold.
The banking systems of other European
countries are similar to that of France.
Early History, Banking has existed since
the earliest times, but the first banks were
really only money exchanges. The first bank
whose history can be traced was the Bank
of Venice, established in 1171 and continuing
almost until the nineteenth century. By the
end of the sixteenth century banks were
flourishing in nearly every large city of
Europe, most of them being founded for the
same purpose as the Bank of Venice. Gradu-
ally they assumed other functions, such as
receiving deposits. The present check and
draft system originated about the begin-

